May 20, 2009

FCC, Office of the Secretary
445 12" Street SW
Washington DC 20554

Subject: Letter of Appeal

Applicant Name/Billed Entity Name: Anaheim Public Library

Billed Entity Number: 143737

FCC Registration Number: 0013407721

471 Application Number: 520930

Funding Request Number: 1434000

CC Docket No: 02-6

Notification of Commitment Adjustment Letter: February 11, 2009

This Jetter is an Appeal to the Decision for Recovery of Funds for $169,582.85 and $8,850.60 as
described in the reports for the entity and its application listed above. For questions regarding
this appeal, please contact:

Thomas Edelblute, Public Access Systems Coordinator
Anaheim Public Library

500 West Broadway

Anaheim CA 92805

Phone: 714-765-1759, Facsimile: 714-765-1730
e-mail: tedelblute@anaheim.net

Introduction

The Anaheim Public Library has applied for and has been the beneficiary of e-rate funds for
telecommunication discounts and internal connections hardware since 2002,

In 2005, the Anaheim Central Library applied for funds for major renovation of the building,
which included the replacement of outdated and non-serviceable network switching/routing
hardware. To help offset the cost of the hardware, the library sought and was allocated e-rate
funds for reimbursement of its costs. This hardware was purchased during the funding year
2006-2007, installed by the City of Anaheim and successfully delivered to the Anaheim Library
Community.

In February 4-7, 2008 the Anaheim Library was audited concerning its use of the e-rate funds for
this network hardware and the auditors noted several compliance deficiencies in the Anaheim
Library’s application process. In 2009 the USAC ordered the Anaheim Public Library to return
$169,582.85 and $8,850.60 totaling $178.433.45 based on these deficiencies.

Since 2002, the Anaheim Public Library has benefited from E-rate funds and provided the
residents and community of Anaheim access to essential information via the Internet. This
funding continues to be a critical resource for providing high-speed telecommunication lines for
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Internet access in low income areas of the City where children and their families do not have
computer resources in their homes and find that the library is their lifeline for Internet service.
Public computer access has also become increasingly critical to growing numbers of adults daily
searching for jobs and public assistance via this free resource. The network equipment
purchased with these funds supported 257,089 free public Internet sessions to 40,000 individuals
in FY06/07. One third of all library users and more than 10% of the total population of Anaheim
rely on the public library for their Internet access.

Erate funds have recently been used to replace outdated hardware and equipment in low income
areas of the City, to improve the quality and quantity of Internet access at library sites. The
Anaheim Central Library specifically utilized the $178,433.45 of e-rate funds during a building
renovation to replace outdated and non-serviceable network hardware, enabling it to provide
Anaheim’s residents more than double the number of computer stations as it did in 2003,

The Anaheim Public Library has conscientiously and carefully applied for e-rate funding that
would enable it to meet the Information needs of residents over the last six years. All of these
federal funds allocated to the Anaheim Library have been consistently and exclusively used for
the very specific and specialized technologies indicated in its e-rate applications.

In summary, the Library has not commitied any waste, fraud or abuse in the deficiencies cited in
the USAC Notification and supporting reports and has proceeded in good faith and due diligence
to correct the cited errors and deficiencies. The Library serves an expanding population and
growing need for public services accorded by the e-rate funding program. The public interest in
delivering the much needed advanced telecommunications services to this growing population is
better served by the recommended corrections to the deficiencies rather than the imposition of
the monetary penalties that would only harm these Library programs.

Appeal of Notification Re: Funds Soucht to be Recovered: $169,582.85

L. Funding Disbursement Report — Disbursed Funds Recovery Explanation:

Mfter a thorough investigation, it has heen determined that funds were mproperly disbursed
on this funding request, During the course of an audit it was determined that the technology
plan for this entity was not approved at the time of submission of the Forn 486, Program
mmles reguire applicants & obtain approval of techmology plans by parties gualified to apprave
technology plans, prior tosubmitting the Porm 486, Tor services other than basic
telecommunications service. Since this is not a request for basic telecommunications service,
the technology plan needed w be gpproved prior to submitting the Form 486 or the start of
services, whichewver was earlier, Also durfng the course of an audit it was determined that
fending was disbursed for Friodty 2 pon-recimming services installed owtside of the relevant
fumding year, BCC rules require applicants to use recureing services within the relevant
funding year, and to implement non-recurring services by the applicable deadiine established
by the Commission. In this instance, the applicant mede the certifications on the BEAR Form
Tisted below indicanng that the services had been provided within the funding vear’s
applicable deadlines. On the BEAR Torm at column 13 and Block 3 Ttem A, the authorized
persont represents o USAC that the products and services were delivered to the applican
within the spplicable deadline for the relevant funding vear. Since these sequisements were 2
not met USAC will seek recovery of any improperly disbursed funds from the applicant in the
amount of $169.582.835.



Auditors Finding SL2007BE082_Fo1:

“[T]he technology plan for this entity was not approved at the time of submission of the Form
486."

Library’s Response to finding

In August of 2005 the Library submitted its three-year Technology plan to the California
State Library. However, the auditors correctly state that the Library did not receive formal
notice that the plan had been approved. The Library held a good faith belief, however, that it did
have the state’s approval. This belief was premised upon the fact that the Library had not
received formal acknowledgement of its 3-year Technology plan sent in September of 2002
either. Apparently, the state had issued a written approval of the 2002 plan which Anaheim
Library did not have in its official records.

When the auditors uncovered this discrepancy, another copy of the Technology Plan was
immediately e-mailed to the State Library. An email correspondence between Rushton Brandis
at the State Library and Anaheim Public library staff on February 7, 2008 confirmed that the
Library’s 2005 Technology Plan met all the requirements for State approval and, had it been
received by the State in 2005, it would have been certified/approved. This correspondence is
enclosed/attached for vour review as Attachment “A”,

Auditor’s Recommendation:
The auditor recommended that;

{. Anaheim Library ensure a technology plan approval letter is obtained for each year
in which Schools and Library funds are requested and

2. USAC seeks recovery of $169,582.85 of the funds disbursed under 1434000 to the
Anaheim Library according to FCC Rules and Orders.

Library’s appeal of this recommendation and USAC decision:

The Anaheim Library submits to the first part of the recommendation and will implement
administrative safeguards which ensure that all future requests include a technology plan
approval letter.  The library will accomplish this by creating a staff position which has grants
and funding oversight as one of its responsibilities. This individual will monitor and oversee the
application for, and implementation, disbursement, and tracking of all grants and outside
funding. This will ensure that application requirements are met, that each step of the process is
systematically reviewed, and that communication between the library and all funding and/or
oversight agencies is maintained.

The Anaheim Library appeals the ruling and monetary penalty recommendation that
USAC recover $169,582.85 in disbursed funds based on the following:



The Anaheim Library did not engage in waste, fraud or abuse of the program. In fact, it
appears that the City’s errors/omissions upon which the USAC has premised its recommendation
of are essentially procedural flaws, given the State’s indication that the plan submitted by
Anaheim would have been approved.

Anaheim Library’s records demonstrate a pattern and practice over the years of
comphiance with all applicable rules at all times, including a good faith attempt to comply in all
respects in their submission for the year in question. In prior years, the Library submitted its
technology plan by mail to the state and obtained approval and funding without incident.
Consistent with Anaheim’s established practices, a technology plan was developed over a period
of months and mailed to the state for its approval in 2005. The Anaheim Library did not have a
record of receipt of written approval from the state of its previous (2002) technology plan and
thus did not anticipate receipt of a written approval from the state when submitting its form 486,
The Library had thus submitted its technology plan to the state in 2005 and proceeded in the
good faith belief it had an approved technology plan when it applied for the funds and submitted
its form 486. Significantly, the state has graciously indicated its de facto approval of the
Anaheim Library 2005 technology plan. The Anaheim Library respectfully requests that the
USAC and/or FCC recognize the state’s de facto approval of the technology plan. The USAC’s
recovery of these funds would not advance the stated goals of the program of ensuring that
schools and libraries have access to advanced telecommunications services. In fact, the recovery
of these funds could severely adversely affect and/or hinder Anaheim Library’s ability to provide
access to such services in the future. The Library respectfully requests that it be permitted to
retain these funds.

Auditors Finding SL2007BE082_F03:

“The Library installed equipment purchased under the Schools and Libraries program
afier the cut-off date for Priority 2 services”. The applicant did not timely file for a service
delivery extension.

Library’s Response to finding

The Library holds a good faith belief that the non-recurring goods and services were
delivered and paid within the relevant funding year deadline established by the Commission
(September 30, 2007). It is important to clarify that the Library did not seek or receive e-rate
funds for installation costs. The non-recurring goods and services for which the E-rate funds
were requested were paid for and delivered within the relevant funding year (prior to September
30, 2007).

Toward the end of the relevant funding year deadline, the Library was subjected to a two
week emergency evacuation when a contractor caused structural damage to the building which
compromised the structural integrity of the building. Although this may have caused a slight
delay in the installation, the Library did not consider application for an extension since the



installation was performed by internal City staff and E-rate funds had not been sought or used for
the costs associated with such installation. All of the non-recurring goods and services for which
the E-rate funds were requested had been paid for and delivered well within the relevant funding
year deadline.

The auditors have cited to FCC rule 54,505, which does not appear to include an
extension filing procedure or refer to such extensions. However, the SLD web site provides
guidelines in its web pages for filing extensions which state the following reasons considered for
extensions:

A Fundmg Commitment Decision Letter (FCDL) is issued by USAC on of after Mdrch i >

f the funding year for which support is authorized. g
). Service provider change authorizations or service substitution authorizations are :
: 'f-:‘_approved by USAC on or after Mareh 1 of the funding year for which support is authormed .

3 - The applicant requested an extension because the service provider was unable to
- complete delivery and installation for reasons beyond the service provider's control, 1
4. The applicant requested an extension because the service provider has been unwilling to.

- complete delivery and installation after USAC withheld payment for those servicesona .+
"+ propetly-submitted invoice for more than 60 days after submission of the invoice.

The service provider was contracted for delivery of goods and not for the installation.
Therefore, the service provider’s responsibilities ended with the delivery of the network
hardware to the City of Anaheim within the mandatory deadline. Evidence of invoicing and
payment to this effect is enclosed/attached for review as Attachment “B”. If installation is
required to be completed even when not applied or paid for with E-rate funds, clarification of
this definition and a CFR citation or guideline is respectfully requested for future reference and
familiarization.

Auditor’s Recommendation:

The auditor recommended that the Library ensure that an extension is requested and
received from the Universal Service Administrative Company if the internal connections
installation can not be competed by the cut-off date of September 30.

Library’s appeal of this recommendation and USAC decision

The Library submits to this recommendation and will further familiarize itself with all applicable
rules and regulations, including attendance by appropriate personnel to E-rate training sessions
offered by the state and telecommunications companies. To this end, several staff members,
inclhuding the staff member who has the responsibility of grants and funding oversight, will
attend E-rate training.



The auditor’s recommendation further referenced the recovery of $113,055, noting it was
already included in the $178,434.00 discussed in Finding SL2007BE082 FO1. The Library
respectfully submits that the Library’s mistaken belief that no extension was needed as described
above, was a harmless error and can be readily cured by the clarifications and more thorough
review of applicable rules and regulations and education of its personnel proposed above. The
Library further respectfully suggests that the proposed monetary penalty for failure to file for an
extension under these circumstances would be inconsistent with the general public interest and
contrary {0 the advancement of the stated goals of the program of ensuring that schools and
libraries have access to advanced telecommunications services.

In summary, the Library has not committed any waste, fraud or abuse in the deficiencies
cited in the USAC Notification and supporting reports and has proceeded in good faith and due
diligence to correct the errors and deficiencies. The Library serves an expanding population and
growing need for public services accorded by the E-rate funding program. The public interest in
delivering the much needed advanced telecommunications services to this growing population is
better served by the recommended corrections to the deficiencies rather than the imposition of
the monetary penalties that would only harm these Library programs.

Appeal of Notification Re: Funds Sought tc be Recovered: $8.850.60

il Funding Disbursement Report — Disbursed Funds Recovery Explanation:

Afer a thorough review, it wag determined that the fonding commitrrent for this funding
request must be rediuced By $8,850.60, During the course of an audie it was determined that
ywour Foren 470 did not include the service for which von sought funding in your Form 471
application, which is # violstion of the FUC's corgpetitive bidding yules. On your Form 471
application part of the request was for maintenance of itwemal comuections, However your
Form 470 #372880000544522 did not post for this category of service. FOC rules require ghat
gxcept under limited circumstances, all ehigible schools and Hbraries shall seek competitive
bids for all services eligible for support. Since the services for which you sought funding
weere not properly posted 1o the website for competitive bidding, the commnitment has been
reduced by 58,850,600 and USAC will sesk recovery of $8,850.60 from the applicant.

Auditors Finding S1.Z007BE08Z_¥F02:

“The Library misinterpreted the rules” and did not include a separate request for maintenance
of internal connections on its Form 470.

Library’s Response to finding

The Library committed a clerical error in omitting to check the column concerning “basic
maintenance” for internal connections. One RFP was issued for the purchase and prepayment of
a maintenance plan. Thus, a separate RFP for maintenance was not issued. However, the actual
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cost of the maintenance services were included in the bid solicitation, were covered in the
vendor’s bid and were paid for with the funds disbursed.

Aunditor’s Recommendation:

The Auditor has recommended that “the Library ensure that future reimbursement is
requested only for eligible goods and services that were requested on the FCC Form 470" and a
penalty/reduction in the amount of $8,850.60. USAC has further noted that the funding
commitment reduction of $8,850.60 for these services is already included in the original award
amount of $178,433.45.

Library’s appeal of this recommendation and USAC decision:

The Library submits that it committed a clerical error in its omission to check a portion of
the form that would have segregated the cost of maintenance from the overall cost of the internal
connection. This was a harmless procedural error and there was no abuse, fraud or waste. This
problem can be readily cured by the Library’s improved diligence in preparing its FCC Form 470
to carefully detail the goods and services it applies for in the future. New, additional safeguards
will be implemented and several people, including a staff member specifically assigned for
grants and funding oversight, will review all applications prior to submission. The Library
respectfully requests that it be permitted to retain these funds with the understanding that these
improved practices will be immediately implemented.

The Library has thoroughly reviewed and implemented the auditors’ recommendations to
cure the weaknesses noted in the Schedule of Findings. In accordance with these
recommendations, the library’s staff position created for grants and funding oversight, will
monitor and oversee the application for, and implementation, disbursement, and tracking of all
grants and outside funding. This will ensure that application requirements are met, that each step
of the process is systematically reviewed, and that communication between the library and all
funding and/or oversight agencies is maintained.

The Anaheim Public Library has not committed any waste, fraud or abuse in the course
of any of the noted deficiencies. The City recognizes the importance of adhering to procedures
however, in the instant case, there has been no detriment to the public and the enforcement of the
USAC’s recommendations will result in a tremendous public deteriment. All of the disbursed
funds have been properly allocated to provide the services identified in the grant applications and
the Technology Plan that meets the state’s approval standards.

The Library submits this appeal and respectfully requests that the Library be permitted to



retain the funds to ensure that the public interest in the delivery of advanced telecommunications
services to its expanding population may continue to be served.

Carol Stone

Laril At

City Librarian, City of Anaheim



Aracnment A

Subject: Letier of Appeal

Billed Entity Name: Anaheim Public Library
Billed Entity Number: 143737

FCC Registration Number: 0013407721

Thomas Edelblute 471 Application Number: 520930
v Funding Request Number: 1434000

From: Brandis, Rushton [rbrandis@library.ca.gov] CC Docket Not 02-6

Sent:  Thursday, February 07, 2008 11:15 AM

To: Thomas Edelblute

Subject: RE: Guestion re: tech plan you never received

Yes. The certification lists the five points required of a tech plan. In the tempiate on
our Web site, those core elements are listed on page 2 of the instructions. See

hitp:/fwww . library.ca.gov/services/docs/TaechPian doc

Page 2 listing the five crii}eria'for a technology plan are included in the attached pdf
file and are taken from

http://www . universalservice.org/sl/applicants/step02/technology-planning/

Rush

Mr. Rushton Brandis, Technology Consultant:
Library Development Services Bureau
California State Library

P.O. Box 942837

Sacramento, CA 94237-0001

(916) 653-5471 (voice)

(916) 653-8443 (fax)

rbrandis at library dot ca dot gov

Erom: Thoemas Edelblute Imailto/ TEdelblute@anaheim.net]
Sent: Thursday, February 67, 2008 10:51 AM

To: Brandis, Rushton

Subject: Question re: fech plan you never recelved

Here is a guestion I have for you, and the response might be helpful to our anditors. If you had this tech plan on file, does 1t
look like something vou would have issued a certification for.

Thomas Edelblute

Public Access Systems Coordinator
Angheim Pubiic Library

2/7/2008
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